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EXECUTIVE SUMMARY

The DDS fiscal compliance audit of the Frank D. Lanterman Regional Center (FDLRC) revealed
that FDLRC was in substantial compliance with the requirements set forth in the California Code
of Regulations (CCR) Title 17, the California Welfare and Institutions (W&I) Code, the Home
and Community Based Services (HCBS) Waiver for the Developmentally Disabled, and the
contract with the Department of Developmental Services. The audit indicated that, overall,
FDLRC maintains accounting records and supporting documentation for transactions in an
organized manner. This report identifies some areas where FDLRC’s administrative, operational
controls could be strengthened, but none of the findings were of a nature that would indicate
systemic issues or constitute major concerns regarding FDLRC’s operations. A follow-up
review will be performed to ensure that FDLRC has taken corrective action to resolve the
findings identified by the DDS Audit and the Office of the Inspector General’s (OIG) American
Recovery and Reinvestment Act (ARRA) Audit.

The findings of this report have been separated into the two categories below.
I. The following findings need to be addressed.

Finding 1:  Over-Stated Claims

The review of FDLRC’s Operational Indicator reports, Residential and Early Start
Programs revealed 25 instances in which FDLRC over claimed expenses to the
State. The total overstated claim was $58,429.00. This is not in compliance with
CCR, title 17, section 56902(d) and the State Contract, article 11, section 3(d)(2).

Finding 2:  Supporting Documentation for Caseload Ratios Not Retained

The review of the Service Coordinator Caseload Ratios revealed that FDLRC did
not retain supporting documentation to verify compliance with the caseload ratios
requirements for February 2009. This is not in compliance with W&I Code,
section 4640.6(i)(2).

Finding 3:  Deceased Consumers - Missing Consumer Records

The review of 20 deceased consumers’ files revealed one instance in which a
consumer file is missing and three instances in which consumers do not have a
death certificate on file. This is not in compliance with the State Contract,
article 1V, section 3(a) & (b).



I1. The following finding has been addressed and corrected by FDLRC.

Finding 4:

Deceased Consumers - Multiple Dates of Death (Repeat)

The review of the Uniform Fiscal System (UFS) Death Report identified one
consumer that had two dates of death recorded. However, further review revealed
that no payments were made beyond the actual date of death for this consumer.
This issue was also identified in the prior DDS audit report. This is not in
compliance with the State Contract, article 1V, section 1(c)(1).

FDLRC has taken corrective action to resolve this issue by providing supporting

documentation showing that the correct date of death has been updated in the
UFS.



BACKGROUND

The Department of Developmental Services (DDS) is responsible, under the Lanterman
Developmental Disabilities Services Act (Lanterman Act), for ensuring that persons with
developmental disabilities (DD) receive the services and supports they need to lead more
independent, productive and normal lives. To ensure that these services and supports are
available, DDS contracts with 21 private, nonprofit corporations that provide fixed points of
contact in the community for serving eligible individuals with DD and their families in
California. These fixed points of contact are referred to as regional centers. The regional centers
are responsible under State law to help ensure that such persons receive access to the programs
and services that are best suited to them throughout their lifetime.

DDS is also responsible for providing assurance to the Department of Health and Human
Services, Centers for Medicare and Medicaid Services (CMS) that services billed under
California’s Home and Community-Based Services (HCBS) Waiver program are provided and
that criteria set forth for receiving funds have been met. As part of DDS’s program for providing
this assurance, the Audit Branch conducts fiscal compliance audits of each regional center no
less than every two years, and completes follow-up reviews in alternate years. DDS also
requires regional centers to contract with independent Certified Public Accountants (CPA) to
conduct an annual financial statement audit. The DDS audit is designed to wrap around the
independent CPA’s audit to ensure comprehensive financial accountability.

In addition to the fiscal compliance audit, each regional center is reviewed by DDS Federal
Programs Operations Section staff to assess overall programmatic compliance with HCBS Waiver
requirements. HCBS Waiver compliance monitoring review has its own criteria and processes.
These audits and program reviews are an essential part of an overall DDS monitoring system that
provides information on the Regional Center’s fiscal, administrative and program operations.

DDS and Los Angeles County Developmental Services Foundation, Inc., entered into contract
HDO049006, (State Contract) effective July 1, 2004 through June 30, 2009, and contract
HD099010, effective July 1, 2009 through June 30, 2014. The contracts specify that Los
Angeles County Developmental Services Foundation, Inc. will operate an agency known as the
Frank D. Lanterman Regional Center (FDLRC) to provide services to persons with DD and their
families in the Central, Glendale, Hollywood-Wilshire, and Pasadena areas. The contracts are
funded by State and federal funds that are dependent upon FDLRC performing certain tasks,
providing services to eligible consumers, and submitting billings to DDS.

This audit was conducted at FDLRC from October 25, 2010 through December 16, 2010, by the
DDS Audit Branch.



AUTHORITY

The audit was conducted under the authority of the Welfare and Institutions (W&I) Code,
Section 4780.5, and Article IV, Section 3 of the State Contracts.

CRITERIA

The following criteria were used for this audit:
e California Welfare and Institutions Code
e “Approved Application for the Home and Community-Based Services Waiver for the
Developmentally Disabled”
e Title 17 of the California Code of Regulations
e Federal Office of Management Budget (OMB) Circular A-133
e State Contracts

AUDIT PERIOD

The audit period was from July 1, 2007 through June 30, 2010, with follow-up as needed into
prior and subsequent periods.



OBJECTIVES, SCOPE, AND METHODOLOGY

This audit was conducted as part of the overall DDS monitoring system that provides
information on regional centers’ fiscal, administrative, and program operations. The objectives
of this audit are:

e To determine compliance with the Lanterman Act

e To determine compliance with Title 17, of the California Code of Regulations
(CCR, title 17),

e To determine compliance with the provisions of the HCBS Waiver Program for the
Developmentally Disabled,

e To determine that costs claimed were in compliance with the provisions of the
State Contracts.

The audit was conducted in accordance with Generally Accepted Government Auditing
Standards issued by the Comptroller General of the United States. However, the procedures do
not constitute an audit of the FDLRC’s financial statements. DDS limited the scope to planning
and performing audit procedures necessary to obtain reasonable assurance that the FDLRC was
in compliance with the objectives identified above. Accordingly, DDS examined transactions,
on a test basis, to determine whether the FDLRC was in compliance with Lanterman Act, CCR,
title 17, HCBS Waiver for the Developmentally Disabled, and State Contracts.

DDS’s review of the FDLRC’s internal control structure was conducted to gain an understanding
of the transaction flow and the policies and procedures as necessary to develop appropriate
auditing procedures.

DDS reviewed the annual audit reports that were conducted by an independent accounting firm
for fiscal years 2007-08 and 2008-09, issued on February 10, 2009 and January 12, 2010,
respectively. In addition, DDS noted there were management letters issued for FDLRC.



The audit procedures performed included the following:

Purchase of Service

DDS selected a sample of Purchase of Service (POS) claims billed to DDS. The sample
included consumer services, vendor rates, and consumer trust accounts. The sample also
included consumers who were eligible for the HCBS Waiver Program. For POS claims
the following procedures were performed:

e DDS tested the sample items to determine if the payments made to service
providers were properly claimed and could be supported by appropriate
documentation.

e DDS selected a sample of invoices for service providers with daily and hourly
rates, standard monthly rates, and mileage rates to determine if supporting
attendance documentation was maintained by the FDLRC. The rates charged for
the services provided to individual consumers were reviewed to ensure that the
rates paid were set in accordance with the provisions of CCR, title 17.

e DDS selected a sample of individual consumer trust accounts to determine if there
were any unusual activities and whether any account balances exceeded $2,000 as
prohibited by the Social Security Administration (SSA). In addition, DDS
determined if any retroactive Social Security benefit payments received exceeded
the $2,000 resource limit for longer than nine months. DDS also reviewed these
accounts to ensure that the interest earnings were distributed quarterly, personal
and incidental funds were paid before the tenth of each month, and that proper
documentation for expenditures was maintained.

e The Client Trust Holding Account, an account used to hold unidentified consumer
trust funds, was tested to determine whether funds received were properly
identified to a consumer or returned to the SSA in a timely manner. An interview
with FDLRC staff revealed that FDLRC has procedures in place to determine the
correct recipient of unidentified consumer trust funds. If the correct recipient
cannot be determined, the funds are returned to SSA (or other source) in a timely
manner.

e DDS selected a sample of Uniform Fiscal Systems (UFS) reconciliations to
determine if any accounts were out-of-balance or if there were any outstanding
items that were not reconciled.

e DDS analyzed all of FDLRC’s bank accounts to determine whether DDS had
signatory authority as required by the contracts with DDS.

e DDS selected a sample of bank reconciliations for Operations and Consumer
Trust bank accounts to determine if the reconciliations were properly completed
on a monthly basis.



Regional Center Operations

DDS audited the FDLRC operations and conducted tests to determine compliance with
State Contracts. The tests included various expenditures claimed for administration to
ensure that FDLRC’s accounting staff is properly inputting data; that transactions were
recorded on a timely basis; and that expenditures charged to various operating areas were
valid and reasonable. These tests included the following:

e A sample of the personnel files, time sheets, payroll ledgers and other support
documents was selected to determine if there were any overpayments or errors in
the payroll or the payroll deductions.

e A sample of operating expenses, including, but not limited to, purchases of office
supplies, consultant contracts, insurance expenses, and lease agreements was
tested to determine compliance with CCR, title 17 and State Contracts.

e A sample of equipment was selected and physically inspected to determine
compliance with requirements of the State Contracts.

e DDS reviewed the FDLRC’s polices and procedures for compliance with the
CCR, title 17 Conflict of Interest requirements and DDS selected a sample of
personnel files to determine if the polices and procedures were followed.

Targeted Case Management and Regional Center Rate Study

The Targeted Case Management (TCM) Rate Study is the study that determines DDS’
rate of reimbursement from the Federal Government. The following procedures were
performed upon the study:

e Reviewed applicable TCM records and verified that the information submitted by
FDLRC was correct and traceable to the general ledgers and payroll registers.

e Reviewed FDLRC’s Case Management Time Study. DDS selected a sample of
payroll time sheets for this review and compared it to the DS 1916 forms to
ensure that the DS 1916 forms were properly completed and supported.

Service Coordinator Caseload Survey

Under W&I Code, section 4640.6(e), regional centers are required to provide service
coordinator caseload data to DDS. For the period commencing January 1, 2004 through
June 30, 2007, inclusive, the following average service coordinator-to-consumer ratios

apply:

A. For all consumers that are three years of age and younger and for consumers
enrolled in the HCBS Waiver, the required average ratio shall be 1:62.



VI.

VII.

B. For all consumers who have moved from a developmental center to the
community since April 14, 1993, and have lived continuously in the community
for at least 12 months, the required average ratio shall be 1:62.

C. For all consumers who have not moved from the developmental centers to the
community since April 14, 1993, and who are not covered under A above, the
required average ratio shall be 1:66.

DDS also reviewed the Service Coordinator Caseload Survey methodology used in
calculating the caseload ratios to determine reasonableness, and to verify that supporting
documentation is maintained to support the survey and the ratios as required by

W&I Code, section 4640.6.

Early Intervention Program (Part C Funding)

For the Early Intervention Program, there are several sections contained in the Early Start
Plan. However, only the Part C section was applicable for this review.

For this program, DDS reviewed the Early Intervention Program, including Early Start
Plan and Federal Part C funding to determine if the funds were properly accounted for in
the regional center’s accounting records.

Family Cost Participation Program

The Family Cost Participation Program (FCPP) was created for the purpose of assessing
consumer costs to parents based on income level and dependents. The family cost
participation assessments are only applied to respite, day care, and camping services that
are included in the child’s Individual Program Plan (IPP). To determine whether FDLRC
is in compliance with CCR, title 17 and the W&I Code, DDS performed the following
procedures during the audit review:

e Reviewed the parents’ income documentation to verify their level of participation
based on the Family Cost Participation Schedule.

e Reviewed copies of the notification letters to verify that the parents were notified
of their assessed cost participation within 10 working days.

e Reviewed vendor payments to verify that FDLRC is paying for only its assessed
share of cost.

Procurement

The Request for Proposal (RFP) process was implemented to ensure regional centers
outline the vendor selection process or uniform procurement process for all negotiated
service codes by requiring an RFP. As of January 1, 2011, DDS requires regional centers
to document their contracting practices as well as how particular vendors are selected to



provide consumer services. By implementing a procurement process, regional centers
will ensure that the most cost effective service providers amongst comparable service
providers are selected as required by the Lanterman Act and the State Contract as
amended.

To determine whether FDLRC is working towards implementing the required RFP
process by January 1, 2011, DDS performed the following procedures during our audit
review:

e Reviewed the FDLRC contracting process to ensure the existence of a Board
approved procurement policy, and to verify that the RFP process ensures
competitive bidding as required per the W&I Code, section 4648(a)(6)(D), and
Article Il of the State Contract as amended.

e Reviewed the RFP contracting guidelines to determine whether the protocols in
place include reasonable dollar thresholds based on the average dollar amount of
all negotiated contracts.

e Reviewed the RFP notification process to verify that it is open to the public, and
clearly communicates to all vendors. All submitted proposals will be evaluated
by a team of individuals, to determine whether proposals are properly
documented, recorded and authorized by appropriate officials at FDLRC. The
process was reviewed to ensure that the vendor selection process is transparent,
impartial, and avoids the appearance of favoritism. Additionally, DDS verified
that supporting documentation will be retained for the selection process and in
instances which a vendor with a higher bid is selected there will be written
documentation retained as justification for such a selection.

e Selected a sample of Operational, Start-Up and negotiated Purchase of Service
(POS) contracts subject to competitive bidding to ensure FDLRC notified the
vendor community and the public of contracting opportunities available. DDS
reviewed the contracts to ensure that FDLRC has adequate and detailed
documentation for the selection and evaluation process of vendor proposals,
written justification for final vendor selection decisions, and that contracts are
properly signed and executed by both parties to the contract.

e Reviewed FDLRC board approved POS, Start-Up and Operational vendor
contracts, and disbursement policies and procedures to ensure the inclusion of a
provision for fair and equitable recoupment of funds for vendors that cease to
provide services to consumers. DDS verified that the funds provided are
specifically used to establish new or additional services to consumers and that the
usage of funds are of direct benefit to consumers, and that contracts are supported
with sufficiently detailed and measurable performance expectations and results.



VIII.

The process was conducted in order to assess FDLRC’s current RFP process as well as to
determine whether the process in place satisfies the W&I Code and FDLRC’s State
Contract requirements as amended.

Statewide/Regional Center Median Rates

The Statewide or Regional Center Median Rates were implemented on July 1, 2008 to
ensure regional centers are not negotiating rates higher than the set median rates for
services. Despite the median rate requirement, rate increases could be obtained from
DDS under a Health and Safety Waiver from DDS for circumstances in which regional
centers demonstrate that it is necessary for the health and safety of the consumers.

To determine whether FDLRC was in compliance with the Lanterman Act, DDS
performed the following procedures during the audit review:

e Reviewed sample vendor files to determine whether FDLRC is using
appropriately vendorized service providers and correct service codes, that FDLRC
Is paying authorized contract rates and complying with the requirements of the
W&I Code, section 4691.9.

e Reviewed vendor contracts to verify that FDLRC is reimbursing vendors using
authorized contract median rates, and that rates paid represented the lower of the
statewide or regional center median rate set after June 30, 2008. Additionally,
DDS verified that providers vendorized before June 30, 2008 did not receive any
unauthorized rate increases.

Other Sources of Funding

Regional centers may receive many other sources of funding. DDS performed sample
tests on the other identified sources of FDLRC funding to ensure FDLRC’s accounting
staff were inputting data properly, and that transactions were properly recorded and
claimed. In addition, tests were performed to determine if the expenditures were
reasonable and supported by documentation. The other sources of funding identified for
this audit are:

e Start-Up Programs.

e Prevention Program.

e Family Resource Center Program.

e American Recovery and Reinvestment Act (ARRA) Funds.
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XI.

Follow-Up Review on Prior DDS’s Audit Findings

As an essential part of the overall DDS monitoring system, a follow-up review of the
prior DDS audit findings was conducted. DDS identified prior audit findings that were
reported to FDLRC and reviewed supporting documentation to determine the degree and
completeness of FDLRC’s implementation of corrective actions.

Follow-Up Review on the Office of the Inspector General (Ol1G) American Recovery
and Reinvestment Act (ARRA) Audit Findings

This audit included a follow-up review of issues identified in the OIG audit report dated
August 26, 2010. The objective of the follow-up review was to determine whether
FDLRC has instituted a corrective action plan to resolve findings noted in the OIG report.
The follow-up review found that FDLRC has taken corrective action to resolve the issues
identified in the OIG report.

11



CONCLUSIONS

Based upon the audit procedures performed, DDS has determined that FDLRC was in substantial
compliance with applicable sections of the CCR, title 17, the HCBS waiver, and the State
Contracts with DDS for the audit period of July 1, 2007 through June 30, 2010.

Except for those items described in the Findings and Recommendations Section, the costs
claimed during the audit period were for program purposes and adequately supported.

From the review of the prior DDS audit report and the OIG audit report issued August 26, 2010,

it has been determined that the FDLRC has taken appropriate corrective actions to resolve all
issues identified in the above mentioned reports.

12



VIEWS OF RESPONSIBLE OFFICIALS

DDS issued a draft report on June 30, 2011. The findings in the report were discussed at a
formal exit conference with FDLRC on July 12, 2011. At the exit conference, DDS stated it
would incorporate the views of responsible officials in the final report.

13



RESTRICTED USE

This report is solely for the information and use of the Department of Developmental Services,
Department of Health Care Services, Centers for Medicare and Medicaid Services, and

FDLRC. Itis not intended and should not be used by anyone other than these specified parties.
This restriction does not limit distribution of this report, which is a matter of public record.

14



FINDINGS AND RECOMMENDATIONS

The findings of this report have been separated into the two categories below:

I. The following findings need to be addressed.

Finding 1:

Over-Stated Claims

The review of FDLRC’s Operational Indicator reports, Residential and Early Start
Programs revealed 25 instances in which FDLRC over claimed expenses to the
State. These over-stated claims occurred when FDLRC paid two Residential
vendors, under Service Code 915, rates higher than the Alternative Residential
Model (ARM) rate.

In addition, FDLRC continued to provide Early Start services to consumers over
three years of age, under Service Code 116 which is designated for consumers,
birth through 2 years of age. Rather, FDLRC should have used Service Code
115-Specialized Therapeutic Services for services provided to consumers over
three years of age. The Early Start over-stated expenses were paid using both
federal and State funds that were allocated for infants, birth through two years of
age. As aresult, the total over-stated claims amounted to $58,429.00.

(See Attachment A.)

CCR, title 17, section 56902(d) states:

“Once the vendor has received notice of the maximum rate established by
the Department for the facility’s approved service level, each regional
center, or its designee, which has placed consumers in the facility, may
negotiate with the vendor a level of payment for its consumer(s) that is
lower than the rate established by the Department.”

Also, State Contract, article 11, section 3(d)(2) states:

“The Contractor shall use federal funds provided under Part C of the
Individuals with Disabilities Education Act only to supplement and
increase services and operations obligations and will in no way be used to
supplant state or local funds allocated for infants birth through two years
of age.”

Recommendation:

FDLRC should reimburse a total of $58,429.00 in over-stated claims to DDS.

In addition, FDLRC should ensure that the Residential vendors are reimbursed at
a rate equal to or below the authorized ARM rate. Furthermore, FDLRC should
ensure that all expenses billed and claimed under the Early Start Program are for
services provided to children with developmental disabilities from birth through

15



Finding 2:

two years of age. All expenses billed under Service Code 116 for consumers over
three years of age should be revised and allocated to Service Code 115.

Supporting Documentation for Caseload Ratios Not Retained

The review of the Service Coordinator Caseload Ratios revealed that FDLRC did
not retain supporting documentation for the February 2009 caseload ratios.
Although the caseload ratios for February 2009 were not required to be submitted
to DDS, FDLRC was required to retain this data to document compliance with the
current services coordinator to consumer ratio requirements.

W&I Code, section 4640.6(i)(2) states:

“(i) From February 1, 2009, to June 30, 2010, inclusive, the
following shall not apply:

(2) The requirements of subdivision (e), the regional centers shall, instead,
maintain sufficient service coordinator caseload data to document
compliance with the service coordinator-to-consumer ratio
requirements in effect pursuant to this section.”

Recommendation:

Finding 3:

FDLRC should retain service coordinator caseload data to document compliance
with the service coordinator-to-consumer ratio requirements as stated in the
W&I Code.

Deceased Consumers - Missing Consumer Records

The review of 20 deceased consumers’ files revealed one instance in which a
consumer file is missing and three instances in which consumers did not have a
death certificate on file. (See Attachment B.)

The State Contract, article 1V, section 3(a) & (b) states in relevant part:
“...Contractor shall keep records, as follows:

a.  The Contractor shall maintain books, records, documents, case files, and
other evidence pertaining to the budget, revenues, expenditures, and
consumers served under this contract...

b.  The Contractor shall make available at the office of the Contractor at
any time during the terms of this agreement during normal working
hours, and for a period of three years after final payment under this
annual contract, any of its records (personnel records excepted) for the
inspection, audit, examination or reproduction by an authorized
representative of the State, federal auditor, the State Auditor of the State

16



of California, or any other appropriate State agency, which shall be
conducted with the minimum amount of disruption to Contractor’s
program...”

Recommendation:

FDLRC should ensure that all consumer files and death certificates are retained,
properly safeguarded and are readily available to the State for audit review.

I1. The following finding has been addressed and corrected by FDLRC.

Finding 4:

Deceased Consumers - Multiple Dates of Death (Repeat)

The review of the UFS Death Report identified one consumer that had two dates
of death recorded. Further review revealed that no payments were made beyond
the actual date of death for this consumer. This issue was also identified in the
prior DDS audit report, but was an oversight by FDLRC for not identifying the
multiple dates of death for this consumer.

However, after the end of the audit, FDLRC took corrective action to resolve this
issue by providing supporting documentation showing that the correct date of
death has been updated in the UFS.

State Contract, article 1V, section 1(c)(1) states in part:

“Contractor shall make available accurate and complete UFS and/or CADDIS
information to the state. Accordingly Contractor shall:

1. Update changes to all mandatory items of the Client Master File at least
annually except for the following elements, which must be updated within
thirty (30) days of Contractor being aware of an of the following events:

a) The death of a consumer;
b) The change of address of a consumer; or
c) The change of residence type of a consumer.”

In addition, for good internal controls and accounting practices, FDLRC should
ensure that the actual date of death is accurately recorded in the UFS to avoid any
potential payments after the date of death.

Recommendation:

FDLRC should ensure that staff continues to follow the written procedures on the
proper process of recording dates of death in the UFS. In addition, FDLRC
should continue to review all files of recently deceased consumers to ensure that
only one date of death is recorded in the UFS.

17



EVALUATION OF RESPONSE

As part of the audit report process, FDLRC has been provided with a draft report and was
requested to provide a response to each finding. FDLRC’s response dated September 8, 2011, is
provided as Appendix A. This report includes the complete text of the findings in the Findings and
Recommendation section as well as a summary of the findings in the Executive Summary section.

DDS’s Audit Branch has evaluated FDLRC’s response. Except as noted below, FDLRC’s
response addressed the audit findings and provided reasonable assurance that corrective action
would be taken to resolve these issues. During the follow-up review of the next scheduled audit,
the DDS Audit Branch will confirm that FDLRC has implemented corrective actions as
identified in their response to the draft audit report.

Finding 1:

Over-Stated Claims

In the DDS audit report it was noted that FDLRC paid two Residential vendors
under service code 915, using rates higher than the Alternative Residential Model
(ARM) rate. FDLRC stated in its response that overpayments to vendor number
H25289, were for a consumer with significant behavioral issues; therefore, instead
of having the consumer share a room with another consumer, FDLRC decided to
pay for two beds so the consumer could stay in their own home. FDLRC stated
that they conducted an analysis and compared different options and determined
that leaving the consumer in their own home and not having to share a room with
another consumer was more cost effective than moving the consumer to a College
Hospital DDMI wing, College Hospital Inpatient Psychiatric or Level 41
placement. This is not in compliance with CCR, title 17, section 56902(d), as
FDLRC is continuing to pay a higher rate than the ARM rate set for an L4G
service level.

For vendor number H28033, FDLRC stated that the two payments made to the
vendor are correct reimbursements for services provided. FDLRC also stated that
it was using Central Valley Regional Center’s (CVRC) contract rate under an
incorrect service code and has since vendored this program under service code
114, a specialized residential facility code. However, further review of the
Uniform Fiscal System (UFS) payments made to the vendor for the month of
August 2011 revealed that FDLRC is still reimbursing the vendor under service
code 915. FDLRC must ensure that the vendor service code has been changed
and that the consumer is receiving specialized services. In addition, FDLRC must
provide DDS with supporting documentation within 30 days from the receipt of
this report showing that corrective action has been taken to resolved this issue.

For the Early Start over-stated expenses FDLRC states that these expenses should
not be considered issues since these payments were made within 60 and 90 days
of the consumer’s third birthday. However, it is important for FDLRC to
understand that these services cannot be continued under service code 116, since

18



Finding 2:

Finding 3:

Finding 4:

expenses billed to this service code are reimbursed using federal dollars
specifically meant for infants, birth through two years of age. This is not in
compliance with the State Contract, article 11, section 3(d)(2).

As a result, these issues remain unresolved. FDLRC must reimburse DDS the
over-stated expenses totaling $58,429.00 for overpayments made to the two
residential facilities and overpayments made to consumers over three years of age.

Supporting Documentation for Caseload Ratios Not Retained

FDLRC concurs with the finding and stated that it will maintain the supporting
documentation to ensure compliance with the W&I Code, section 4640.6(i)(2).
DDS will conduct a follow-up review during the next scheduled audit to ensure
this issue has been resolved.

Deceased Consumers - Missing Consumer Records

FDLRC concurs with the finding and provided copies of the missing death
certificates as supporting documentation to ensure compliance with the

State Contract, article 1V, section 3(a) and (b). DDS will conduct a follow-up
review during the next scheduled audit to ensure that all consumer files and death
certificates are retained, properly safeguarded and are readily available to DDS
for audit review.

Deceased Consumers - Multiple Dates of Death (Repeat)

FDLRC stated that it performs regular training for its service coordinators
regarding deceased consumer reports. In addition, FDLRC stated that it reviews
monthly termination and completion reports on deceased consumers to ensure
payments are not made to vendors after the date of death. DDS will conduct a
follow-up review during the next scheduled audit to ensure that staff continues to
follow the written procedures on the proper process of recording dates of death in
the UFS.
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Frank D. Lanterman Regional Center
Over-Stated Claims
Fiscal Years 2007-08, 2008-09 and 2009-10

Attachment A

Unique Client Vendor Authorization
Identification Service Code Payment Period Overpayments
Number Number
Number
Overpayment Due to Rate Higher than Established ARM Rate
H25289 915 Feb-2008 $2,193.00
H25289 915 Mar-2008 $2,193.00
H25289 915 April-2008 $2,193.00
H25289 915 May-2008 $2,193.00
H25289 915 Aug-2008 $2,193.00
H25289 915 Jul-2008 $2,193.00
H25289 915 Aug-2008 $2,193.00
H25289 915 Sept-2008 $2,193.00
H25289 915 Oct-2008 $2,193.00
H25289 915 Nov-2008 $2,193.00
H25289 915 Dec-2008 $2,193.00
H28033 915 Apr-2010 $9,957.00
H28033 915 May-2010 $15,549.00
Total Overpayments Due to Rate Higher than Established ARM Rate $49,629.00
Overpayments Due to Incorrect Service Code Allocation
1 P25108 116 Jul-2007 $625.00
2 P25108 116 Mar-2008 $875.00
3 P25108 116 Mar-2008 $1,000.00
4 P25108 116 Sept-2008 $1,125.00
5 P25108 116 Sept-2008 $875.00
6 P25108 116 Mar-2009 $1,000.00
7 P25108 116 Mar-2009 $1,000.00
8 PW2792 116 Mar-2009 $200.00

A-1




Frank D. Lanterman Regional Center
Over-Stated Claims

Fiscal Years 2007-08, 2008-09 and 2009-10

Attachment A

Unique Client
Identification
Number

l:l/lfr?]db(:arr Service Code Augli:;g:'on Payment Period Overpayments
P25108 116 Aug-2009 $500.00
P25108 116 Aug-2009 $500.00
PW2792 116 Aug-2009 $200.00
PW2792 116 Sept-2009 $900.00 |
Total Overpayments Due to Incorrect Service Code Allocation $8,800.00
Grand Total $58,429.00

A-2



Frank D. Lanterman Regional Center

Missing Consumer Records

Fiscal Years 2007-08, 2008-09, and 2009-10

Unique Client Identificaiton Number

Records Missing

Consumer File

Death Certificate

Death Certificate

Death Certificate

Attachment B



APPENDIX A

FRANK D. LANTERMAN REGIONAL CENTER

RESPONSE
TO AUDIT FINDINGS

(Certain documents provided by the Frank D. Lanterman Regional Center as
attachments to its response are not included in this report due to the detailed and
sometimes confidential nature of the information.)



 September 8, 2011

" Edward Yan, Manager

Audit Branch :

State of California

Department of Developmental Services
1600 Ninth St., Room 230 Ms-2-10
Sacramento, CA 95814

D_éar Mr. Yan:

Attached please find Lanterman’s written response to the Department’s report issued June 30 of this
year which covered the audit of fiscal years 2007-08, 2008-09, and 2009-10. As we have done in
previous years, we havé included the Department’s f‘ndmgs and recommendations on the same

~ document as our responses "

We look forward to having our response mcluded in the final audrt report. Should you or your staff have'
any questions, please contact Patrick Aulicino, our Assocsate Dxrector of Admmlstratwe Serwces

~ ane Anand

Partners-in Lifelong Support for People v’vith’DeveIopﬁ':ental Disabilities Since 1966

' . 3303 Wilshire Bivd., Suite 700, Los Angeles, CA 90010 » 213.383.1300 » FAX 213.383.6526 www.lantérman.org
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FRANK D. LANTERMAN REGIGNAL CENTER

RESPONSE 'ro DDS AUDIT OF FISCAL YEARS o7-cs THROUGH 03- 10.
E - @ E

SEP 15 20ll

AUGUST 2011

Finding1: ~ - dver—st_ateddaims”

© oostmnamg L] AUﬁl'l‘ aaemor—r

- The revrew of FDLRC’s cperatlonal mdrcator reports resrdentral and early start programs
revealed 25 rnstances in ‘which FDLRC over clalmed expenses to the State. These over stated
o claims occurréd when’ FDLRC paid two resxdentlal vendors urider service code 915 at. rates

-~ higher than the Alternatwe Res dentlal Model (ARM) rate,

In addrtlon FDLRC contmued to prowcle Early Start services to consumers over three yea rs of i
‘age, under service code 116 which is desrgnated for consumers, birth through 2 years of age.
' ’Rather, FDLRC should have used service code 115- spec falized therapeutrc services for semces
provrded to consumersover 3 years of age. The Early Start over stated expenses were pald
. usmg both. federal and state funds that were allocated for infa nts, birth through two years of

. age "Asa result the total over stated clalms amounted to $58 429 00 .-

DDS recommendation

; FDl.RC shall relmburse a total of $58 429 00 in over stated clalms to DDS In addition, FlDLRC .
should ensure that resrdentlal vendors are rermbursed ata rate equal toor below the
authorlzed ARM rate Furthermore, FDLRC should ensure that all expenses billed and clalmed
_under the Early Start Program are for sérvices provrcled to chlldren W|th developmental '

drsabrlmes from birth through two years of age. All expenses billed under serwce code 116 for .

consumers over three years of age should be revrsed and reallocated to serwce ] cocle 115,

o FDLRC Response i.

' The eleven payments rden’nﬂed that relate to vendor number H25289 are for one partrcular A
client with. srgmflcant beha\noral issues. For this mdmdual we had arranged wrth the facrllty to .
' r“buy” out the second bed in the room Thiswasa cost effective means to enable this client to

- _remain in her own ‘home durlng a crisis by allowmg her to not have a roommate and was -

referenced in the client’s lPP, In determmlng the cost-effectweness of thls approach we’
rewewed the rates of alternatrves : :
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" 'T‘
“ College Hospltal mpatlent psychlatrlc un|t $8 880 per month E AU@ Bﬁ‘&lg\‘ QH

.'College Hospital DVDMI wing- $37,500 per month :

: '»Level 41 placement w;th 1 1 10 hrs /day M F and 12 hrs /day Sat-Sun) $9 069 per month 3

| Level 4G plus bed buyout - $6 485 per month

The latter is the approach we used. We developed a separate subcode for the service to reflect
. the expense.. However, the authorization was initiated and paid as a part of the authorlzatron
for the basic residential service. In retrospect, this bed buyout payment should have been
made under a separate authonzatlon but the payment itself is appropnate as It was authorized:
We are unable to reclass;fy the expense as the tlme penod in questlon is off of the system

' The two payments ldentrﬁed that relate to vendor number H28033 are for one partlcular client
at highly structured behavroral re51dentlal program in the Central Valley Regional Center area.

"The time period reviewed was for the chent’s stay in @ more mtenswe aspect of the program. . |

. . Since that time, the client has-been: moved toa less intensive portion ofthe programand
contmues to reside there. Attached to this response is a copy of the contract from Central~

}Valley Reg:onal Center for this provider and the program in quest;on that supports the rate. In- -
_retrospect, it appears that we should have vendored the program under service code 114 as-
CVRC has done rather than 915 but the payment is correct We wlll reclassn‘y the expense

- Forthose twelve expenses ldentlfled as. relatlng to the Early Start program (service code 116 “
'$8 800.00) in all. but two chent mstances payments :denttﬁed were within 60 days of the cllent’ ‘
third bxrthday and in one |nstance was within 90 days. Itis lmportant to note that we are

| requrred to not only determme eltgtbrl:ty but also give famrlles proper notice of the termmatlon '

of servnces to allow them the opportumty to appeal, hence the authorlzatlons that extend

slightly over 36. months of the birth date. .For the remammg cl|ent in questlon, services were
contmued aswe were assustmg the family to get necessary services through the school distrlct ‘
whlch had clenled them. We do have procedures in place and train staff relatlve to the

: determlnatlon of eligibility but 1. fssues related to tlmmg, the reqmrements for giving notice, and
: other human factors sometrmes intervene. Lo

Asa practxcal matter we cannot reimburse the Depa rtment as the above payments were made
to prov:ders based on authonzatlons initiated by the Center, o

Finding2: Supporting documentation for caseload ratios not maintained
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The review of the Semce Coordmator Caseload ratlos revealed that FD “dld»notnret%lh‘i

" supporting documentation for the February 2009 caseload ratios: though the caseload ratios

mivi

. BEANCH

- for Fel:xruar;lr 2009 were not required to be.submitted to DDS, FDLRC was requrred to retain this .-

o data to document compha nce W|th the current services coordlnator to consumer ration -
'reqmrements ' ’ o '

DDS Recemm‘endation :

o FDLRC should retain service coordmator caseload ratio data to document complla nce wrth the :

service coordunator to- consumer req u1rements as stated inthe W& l Code.

FDLRC Response

' When the. law was amended to forgive the subm:ssron of the caseload ratio data in 2009 as a

. workload relief measuyre, we understood the workload relief to be tirne saved in calculation of
| the ratios themselves and not the mlmscule amount of time saved in electronlc transmrssxon of
the report to DDS

FDLRC will maintain this data in the future. .

| Finding3: =~ .Deceased Consumers ~ Missing Cons'umarReoo;rds
" DDSFinding -
The revrew of 20 deceased consumers’ files- revealed one instance in which as éensumer file is
“missing and three mstances in which consumers do not have a death certlflcate on file as
verifi catlon of the date of death

DDS Recommenclatlon :

' FDLRC should ensure that all consumer files and death certlflcates are retalned properly
’ safeguarded and, reaclrly available to the State for audit rev;ew :

' FDLRC Response

"'Attached are the three dea’ch certrf’ cates that were reportedly unava lable Frorn the date
stamps it appears as if one of the three was here at the time of the audit. We do make
repeated attempts to get death certificates and conduct in-house mortality meetmgs to
ascertam that all requlred follow-up has been done. lt is often dlfﬁcult arid tlme consummg to-
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procure death certzﬂcates and we ca nnot control the responsnvene* s of the governmental
agenmes that produce them. o ‘ o AU{};“ R ?"‘;k NOH

As of this date ‘we have been unable to Iocate the volume of the mlssmg chent file in questron

Finding‘xl: PR beceased Consurhere— Mdltip’le Dates of Death 4(Re’peat)
DDS Fmdmg

Therev ew of the UFS death report identified one-copsumer that had two dates of death
: recorded Further review revealed that no payments were made beyond the actual date of
death for this consumer. This i issue-was also identified i in the prior DDS audit report but was an ‘
overmght by FDLRC for not ldent:fymg the multlp!e dates of death for this consumer

: However, after the end of the audlt ‘FDLRC took correctwe action to resolve this issue by
provndmg supportmg docume ntation showmg the correct date of death has been updated in-

. the UFS,

in addttron, for good mternal controls and accountmg practrces, FDLRC should ensure that the .
actual date of death i IS accura’cely recorded in the UFS to avoid any. potentzal payments after the
" date of death.” '

* DDS Recommendatijoni -

AFDLRC'should ensure that staff continues to follow the writte nu procedures on the proper | |
process of recording dates of death in the UFS In'addition, FDLRC should continue to review all
- files of recently deceased consumers to ensure that only one date of death is recorded inthe

- UFS.

' FDLRC Response

We perform regu!ar traimng for service coordmators on the Programs and Services procedure
‘manual whrch rncludes protocols for death reporting. In addltion, we rev1ew monthly
termination and completlon reports on deceased chents to ensure that payments are not made '
.to provrders ai“ter the date of death =
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